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HRM Practices and Performance of Family-Run Workplaces: 
Evidence from the 2004 WERS
* 
 
This paper analyses HRM practices of family-run workplaces using the 2004 WERS. Family-
ownership and management within workplaces in the corporate sector is our focus. This 
family-run group represents nationally about 26% of workplaces and 14% of employment. We 
find that employees in this group have stronger feelings of job security and loyalty, which we 
relate to family companies’ HRM practices such as stronger support for long-term 
employment – an “inclusivity” linked to long-term orientation. We also find that family-owned 
and managed workplaces have better financial and quality performance measures than non-
family, to which family-related HRM practices contribute. 
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This paper analyses HRM practices of family-run workplaces using the 2004 Workplace 
Employment Relations Survey which covers about 2,000 workplaces and 20,000 workers. 
Family-ownership and management within workplaces in the corporate sector is our focus. 




The paper aims to test whether the hypothesis that family ownership brings longer horizons 
(“patient capital”) since the owners have an incentive to postpone consumption out of a 
concern for the welfare of the owner’s children, grandchildren and other family members. 
Family ownership is also said to bring a tighter owner-manager link, hence less of a principal-
agent problem, and better monitoring of management. Therefore “inclusive” management 
practices may develop. 
 
Against these hypotheses, it is said that families have problems of succession, which might 
mean less longevity in practice. Also, they have access to a smaller pool of managerial talent 
– outside managers could be better to reduce this problem. 
 
THE ANALYSIS 
To test the hypotheses we construct four groups of workplaces: family-owned and family 
managed (FOM), family-owned and non-family managed (FNM), public sector, and non-
family private. We then compare worker feelings in these four groups, considering particularly 
worker feelings of loyalty toward their organisation, and their feelings of job security. We find 
stronger positive worker feelings in the FOM and FNM groups even after extensive controls, 
e.g. for workplace size, union membership and industry. 
 
The WERS also asks managers to self-assess their workplace’s performance relative to their 
industry. Performance questions are asked regarding financial performance, labour 
productivity, and quality. The FOM and FNM groups perform significantly better in financial 
performance and quality, again after extensive controls. Furthermore, we find that worker 
loyalty and feelings of job security help workplace performance. 
 
CONCLUSIONS 
Inclusive HRM practices can reasonably be linked to family-run businesses’ long horizons 
and management flexibility. Therefore, to answer our hypotheses, family owned management 
practices confer advantages by improving worker loyalty and job security, and thence firm 
performance. The policy implication is that long-term family business should be encouraged, 
e.g. via taxation. Also, a future research direction is the link between Germany’s successful 
mittelstand and family business.   
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Graphs by family owned and managed and family not managed
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(1) Guaranteed job security practice=1 if the workplace has a practice of guaranteed job security/no 
compulsory redundancies for all employees at the workplace;
(2) Encouraging long-term employment practice=1 if the manager strongly agrees that “employees are 
led to expect long-term employment in this organisation”;
(3) “Innovative” HRM practice is the sum of the 13 practices enumerated in the Notes to Table 1b.
The negative coefficient for public sector workplace is because the equation controls for variable (4), 
high training practice, which also correlates strongly with public sector workplace
(4) High training practice is the proportion of the workforce receiving 2 or more days of training 
arranged or paid for by the employer over the past 12 months.
(5) Workplace relative wage is the average workplace wage relative to the average for the workplace’s 
occupational composition and industry. It does not include the value of the employer-provided 
pension.
(6) Usual worker hours including overtime.
***, **, * signify 1%, 5%, and 10% significance levels. Standard errors are adjusted for clustering by 
workplace. Establishment survey weights are used with strata and weight information supplied with 
the dataset. 
APPENDIX 2: CALCULATING DIRECT AND INDIRECT EFFECTS OF GOVERNANCE
                                                                       
           
(all links are coefficients from linear probability models and are relative to private sector non-
family, 0 denotes  insignificant coefficient)
FNM FOM Public
             (matrix  )
Policy of guaranteed job security 0 0 0.1†
Policy for  employees to expect long-term emp 0.13 0.12 0
Innovative HRM indicator -0.40 0 0
High training in workplace 0 -0.08 0.12
Workplace relative wages -0.08 0 0
Workplace av. working hours 2 4.5 -2.8
                  (matrix  )
Loyalty 0 0.08 -0.08
Job Security 0.1 0.04 0
                     (matrix  )
Financial 0.23 0.18 NA
Productivity 0 0 +††
Quality 0 0.19 -††
          matrix   – Appendix Table 1, first 3 rows; matrix  , Tables 2a and 3a;  matrix    
Table 4a. † the public sector 0.1 guaranteed job security effect is taken from the union 
coefficient given strong unionism; †† positive (negative) public sector productivity (quality) 
is shown in Table 4b’s marginal effects.
Matrix   gives the direct effects of type on performance, eg, significant effects of FNM and 
FOM on financial performance. 
Matrix   gives the direct effects of  type on feelings, eg, no effect on  loyalty for FNM, but a 
significant effect for job security. 
Matrix   gives the effect of type on HRM practices ( its elements are ∂ /∂  , eg, FNM has a 
significant links with policy for employees long-term  employment and hours (positive), and  
innovative HRM practices and relative wages (negative).   
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